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Chairmanôs Note 

This Report is presented as the fifth one published by the Committee 

on Public Enterprises of the Eighth Parliament and I would like to draw 

your attention on a few specific matters contained in this Report. 

The report we submitted to Parliament regarding the bond issuing 

process of the Central Bank of Sri Lanka resulted in special attention 

and respect towards the Committee on Public Enterprises to flow from 

the society and at the same time, a few interventions on the part of your 

Committee caused a dialogue in Parliament and out in the media 

regarding the scope and powers of your Committee. For this very 

reason, this report has made an attempt to give a brief introduction 

about the functioning of the Committee and the powers conferred on it 

by the Standing Orders. I hope that the excerpts will be given attention 

by Members of Parliament who peruse this Report as well as all 

sections of the academia. Any person who will derive an understanding 

about this scope will be able to understand that all the Members of 

Parliament who comprise this Committee have acted with 

responsibility regarding, having acted within the legislative framework 

pertaining to the oversight function over public finance assigned to us. 

Similarly, this report contains problems identified in respect of fifteen 

state enterprises summoned before the Committee during the period 

from 01.09.2016 to 28.02.2017, the recommendations given by the 

Committee pertaining to such problems, the present status with regard 

to the problems and the programmes shown in acting according to the 

recommendations of the Committee. 
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At the same time, the annexes pertaining to each enterprise, which the 

Committee identified as important to those who refer to the Report, 

have been added as annexes to the part of the Report pertaining to each 

enterprise. 

As all the investigations that can be seen in this Report are those having 

evidence that have been substantiated through audit queries by officers 

of the Auditor Generalôs Department, rather than calculating the 

number of years to verify under which regimes  these financial losses 

and administrative lapses have occurred, I emphasize that it is the 

responsibility of all stakeholders who exercise power at present to 

unveil the losses caused to the country, to people and to taxpayerôs 

money and take action against the officers who caused such losses and 

political authorities who gave them approval and backing for it, and 

prevent the recurrence of such losses. 

The thing that could happen by allowing these Report to accumulate in 

the garbage bin of history while similar lapses are continuing is people 

losing trust in not only these Reports but also in your Committee, which 

prepares these Reports. It is the hope of all of us that it will be possible 

to prevent  it and build trust towards the Committee, which present 

these Reports, as well as the Cabinet and officers, who make up the 

implementation structure in respect of the matters revealed by the 

Reports and recommendations made therein. I optimistically expect 

that the attention of all stakeholders will be drawn in this regard. 

I wish to extend my gratitude to the Hon. Members of Parliament who 

serve on the Committee, who assisted in preparing this Report, 

Secretary of the Committee Office and all officers who contributed to 
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prepare the Report expeditiously, Auditor General and his staff, 

officers of the Ministry of Finance, the Department of Public 

Enterprises and the Department of Government Budget, and all the 

officers to the Interpretersô Office in Parliament, who did the 

translation work. 

 

 

Sunil Handunnetti  

Chairman  

Committee on Public Enterprises 
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Legislative Framework of Committee on Public 

Enterprises  

An important dialogue has emerged in the society with regard to the 

Committee on Public Enterprises due to special investigations and 

interventions made on the part of the Committee for the purpose of 

strengthening Parliamentôs control over public finance during the present 

period. 

In such a backdrop, it is important to focus on the following in order to 

have an understanding about the Committee on Public Enterprises and its 

functioning and the legal context. 

Committee on Public Enterprises  

The Committee on Public Enterprises, which was created on 21 June 1979, 

is a Committee of Parliament established at the beginning of each Session 

of Parliament under Standing Order 126 of the Standing Orders of 

Parliament comprising twelve Members of Parliament nominated by the 

Committee of Selection.  

Composition  

Provision has been made under Standing Order 126 to appoint twelve 

members to this Committee and Parliament proceeds to appoint a number 

of additional Members to the Committee by a Motion in Parliament to 

revise the number of Members applicable for each Session as warranted.  

As such, a Motion had been adopted by Parliament at its Meeting held on 

4 November 2015 to increase the number of Members of Parliament to 24 

applicable to the First Session of the Eighth Parliament and subsequently, 

a further Motion was passed by Parliament on 26 February 2016 to 

increase the number even further to 26. 

Therefore, as it is in effect at present, the Committee on Public Enterprises 

comprises 26 Members of Parliament nominated by the Committee of 

Selection. The change that has taken place in the number of Members of 

Parliament of the Committee can be understood from the following chart: 
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Parliament  Period  

Number of 

Members of 

Parliament Serving 

in the Committee 

First  Parliament  1978.09.07 - 1988.12.20 0 

Second  Parliament  1989.03.09 - 1994.06.24 12 

Third  Parliament  1994.08.25 - 2000.08.18 13 

Fourth  Parliament  2000.10.18 - 2001.10.10 12 

Fifth  Parliament  2001.12.19 - 2004.02.07 15 

Sixth  Parliament  2004.04.22 - 2010.02.09 18 

Seventh Parliament  2010.04.22 - 2015.06.26 31 

Eighth  Parliament  2015.09.01  to Date 26 

 

Chairman of the Committee  

The Members of Parliament to be nominated to the Committee are selected 

to make up a representative group in terms of political parties. At the first 

meeting, the Members of Parliament belonging to the Committee elect a 

Chairman by vote. The quorum of the Committee is 04 Members. 

Hon. Sunil Handunneththi, M.P., serves as the Chairman of the Committee 

on Public Enterprises at present. Since the Committeeôs inception, the 

following Members of Parliament have held its Chair with great 

commitment for its advancement: 

i. Hon. George Abeygunasekara,M.P. 

ii.  Hon. M.S. Amarasiri, M.P. 

iii.  Hon. J.A.E. Amaratunga, M.P. 

iv. Hon. Wimal Wickramasinghe, M.P. 

v. Hon. Rohan Abeygunasekara, M.P. 

vi. Hon. Reggie Ranatunga, M.P. 

vii.  Hon. Jeyaraj Fernandopulle, M.P. 

viii.  Hon. Rohitha Bogollagama, M.P. 

ix. Hon. Wijedasa Rajapaksa,  M.P. 
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x. Hon. W.D.J. Senevirathna,  M.P. 

xi. Hon. D.E.W. Gunasekara,  M.P. 

xii. Hon. Sunil Handunneththi,  M.P. 

Role  

In terms of Standing Order 126 (2), the function of the Committee is to 

examine the accounts tabled in Parliament from any state Corporation or 

any trade or other enterprise vested in the government and the report of 

the Auditor General regarding such accounts. As such, the financial affairs 

of the following establishments are subjected to the scrutiny of the 

Committee:  

i. State owned enterprises 

ü State Banks 

ü State Corporations 

ü State Boards 

ü State Bureaus 

ü State Authorities 

ü State Industries  

ü Commissions 

ü Universities  

ü Foundations/ Foundation Institutes 

ü State-Owned Companies 

ü State-Run Funds 

ii.  Enterprises with more than 50% state ownership 

ü Companies, whether registered or treated to have been 

registered under the Companies Act No. 7 of 2007, 50% or 

more shares of which are held by the state, by state-owned 

companies or by a local government institution,  

ü Funds 

ü Agencies  

iii.  Other subsidiary institutions belonging to Ministries and 

Departments  
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ü Institutions  

ü Companies  

ü Authorities  

iv. Subsidiary institutions belonging to enterprises of state ownership 

ü Companies  

ü Private Companies 

ü Public Companies 

v. Affiliated institutions  

ü Companies  

ü Private Companies 

vi. Subsidiary institutions belonging to the Associated Newspapers of 

Ceylon Limited  

ü Private Companies 

vii.  State-owned funds 

The Committee on Public Enterprises currently in operation during the 

First Session of the Eighth Parliament has held 98 Meetings of the 

Committee from 26 November 2015 to 26 July 2017 and summoned 69 

institutions before the Committee and examined them.  

Things Subjected to Examination - 

i. Account Reports 

ii.  Budgets and Annual Estimates 

iii.  Financial Situation 

iv. Procedure for financial affairs  

v. Procurement Plans and Combined Plans of the institution 

vi. Reports of the Auditor General, audit observations and audit 

opinions 

vii.  General Management and current performance. 
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Powers of the Committee  

As per the provisions of Standing Orders 126 (3), 126 (4) and 126 (5), the 

Committee has the power to: 

i. report to Parliament from time to time on matters examined and 

any matter arising therefrom, 

ii.  appoint Subcommittees of its own Members when it deems 

necessary for the performance of its functions, 

iii.  summon anyone and question them for the purpose of performing 

the functions of the Committee or Subcommittees,  

iv. call any letter, book, register or any other document before the 

Committee and inspect same, and 

v. Access any stores, warehouses or other properties.  

Participation in Meetings of the Committee  

i. Chairman of the Committee 

ii.  Members of Parliament representing the Committee 

iii.  Secretary to the Committee and other relevant officers of the staff 

iv. Auditor General and other representatives of his staff 

v. Staff representing the Treasury  

ü Department of Public Finance 

ü Department of State Accounts  

ü Department of National Budget 

ü Department of Public Enterprises 

vi. Secretary to the Ministry to which the institution summoned 

belongs to  (chief accounting officer) 

vii.  Head of the institution summoned (accounting officer) 

viii.  Following officers of the institution summoned: 

ü General Manager  

ü Director Finance 

ü Members of the Board of Directors  

ü Chief Legal Officer  

ü Chief Internal Auditor and other relevant officers. 
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Functioning of the Committee  

 
The following flow chart depicts the manner in which the Committee on 

Public Enterprises performs its role methodically: 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

1. Holding the Inaugural Meeting of the Committee for Electing a 
Chairperson  

Electing a Chairperson, preparing annual plans and deciding on the institutions 
to be summoned before the Committee by Members at a Meeting. 

 

2. Formulating Monthly Programmes  
Monthly plans are prepared in the beginning of each month to 
decide the institutions to be summoned before the Committee in 
each month from among the institutions initially decided for 
examining. 

3. Sending Letters of Summoning  
Letters are sent giving one month ahead of the examination to the institutions 
decided to be summoned before the Committee. This letter informs the 
respective institutions of the matters to be discussed, reports that should be 
presented, and orders and rules that should be followed. 
Copies of these letters are sent to the Secretary to the President, Auditor 
General, Ministry of Finance (Representative Departments of the Treasury) 
and other relevant divisions for summoning necessary documents and 
information before the Committee. 

4. Conducting Preliminary Discussions  
Pre-discussions are conducted before the Meeting of the Committee with the 
participation of the Secretary to the Committee, other relevant officers of the 
Committee Office and officers of the Auditor-General's Department regarding 
the specific problems that have arisen with regard to each institution to be 
summoned before the Committee and matters that should be subjected to 
discussion. 
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5. Questioning Before the Committee  
Management of each institution is questioned with regard to the 
problems identified at the preliminary discussions and issues 
submitted through the brief notes prepared by the Auditor-
General's Department pertaining to the respective institution.  

6. Referring the Directions and Recommendations of the 
Committee to Relevant Institutions  

The chief accounting officer and the accounting officer are informed of 
the decisions and recommendations by the Committee in writing 
pertaining to the matters subjected to discussion by the Committee. 

 

7. Obtaining a Reply  
The chief accounting officer and the accounting officer are to ensure that the 
reports concerned are submitted within the timeframe specified for reporting 
the progress with regard to the implementation of the directions of the 
Committee. 

8. Reviewing the Progress 
The progress reported with regard to the implementation of decisions of the 
Committee is reported to the Chairman and the Members of the Committee and 
the progress achieved by the institution is subjected to review by the 
Committee. 

If the Committee is not satisfied with the functioning of the institution, 
action is taken to summon the institution concerned before the Committee 
again and again. 

9. Reporting to Parliament  
Once every quarter, a report containing the reviews and the recommendations 
by the Committee regarding the institutions summoned before the Committee 
during the period concerned is submitted to Parliament. 

10. Feedback 
Even after the Committee has submitted the report to Parliament, the 
Committee scrutinizes the progress of the issues that still remain to be 
solved with respect to each institution cited in the report. 



  

xviii  
 

Parliamentary series No  313 

Responsibility of the Committee  

As it has been acknowledged without reservation by both the Executive 

and the Judiciary, Parliament wields the full control of the governmentôs 

finance in terms of the provisions of the Constitution. Parliament allocates 

funds annually to budgetary classification units through the Appropriation 

Bill. The Auditor General audits the annual accounts prepared to depict 

the spending of money so allocated, which provides the basis for the 

examinations of the Committee on Public Enterprises.  

The fundamental responsibility of the Committee is to ensure financial 

discipline, i.e. proper maintenance of revenues including earnings, various 

funds built from such revenues and spending of money by the government 

institutions. 

For the purpose of fulfilling that responsibility, the Committee submits its 

reports to Parliament from time to time in terms of the provisions of 

Standing Order 126 (3) and the recommendations contained in them are 

considered directives that should be followed by relevant Corporations 

and Statutory Boards. 

The numbers of reports submitted by the Committee to Parliament are as 

follows: 

Parliament  
Number of Reports 

Submitted  

First Parliament  10 

Second Parliament  5 

Third Parliament  1 

Fourth Parliament  1 

Fifth Parliament  2 

Sixth Parliament  5 

Seventh Parliament  6 

Eighth Parliament  4 
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Intervention of Committee on Public Enterprises within the 

Structure of Public Finance  

According to Article 148 of the Constitution, the power to control public 

finance rests with Parliament. 

In terms of the powers vested in the President by Article 43 (2) of the 

Constitution, the President has assigned the financial affairs of the 

Republic to the Minister of Finance. That means the Minister of Finance 

is assigned the task of monitoring of all financial affairs of the government 

including collection of receivable money (revenues and other) and 

spending1.Accordingly, the Minister of Finance should account for the 

subject of finance. It is the duty of the Minister of Finance to answer to 

Parliament for all receipts and payments of the government. Therefore, the 

Minister (or the Treasury on his behalf) imposes the limits within which 

the institutional money transactions of all types should normally be carried 

out.  

For the purpose of his performance of responsibility, it is imperative that 

the Minister of Finance nominate officers for the collecting and spending 

of public funds on his behalf. Therefore, the Minister of Finance should 

appoint chief accounting officers2 and accounting officers3 and assign 

them the responsibilities including monitoring of monetary affairs4 subject 

to the directives by the Treasury.  

                                                 
1 Provisions pertaining to monitoring of monetary affairs FR 124 (1) in Financial 
Regulations are also applicable. 
 
2 According to FR 124 (2), the Minister of Finance appoints the Secretary to the Ministry 
of each Ministry as the chief accounting officer assigns to this officer the responsibility 
of monitoring the monetary affairs (as the chief accounting officer) of the Department 
subject to the directives of the Treasury. In addition to the Secretaries of the Ministries, 
officers in charge of the Departments specifically mentioned in Article 52 (4) of the 
Constitution and other Departments that are not supervised by Secretaries of Ministries 
become chief accounting officers. 
 
3 Unless otherwise arranged by the Treasury in terms of FR 125, each head of Department 
also becomes the accounting officer in respect of all monetary transactions.  
 
4 FR 127 and FR 128 specify the responsibilities of chief accounting officers and 
accounting officers respectively.  
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Article 154 (1) of the Constitution lays down that the Auditor General 

should audit the accounts from: all government Departments; Presidential 

Secretariat; Prime Ministerôs Office; offices of the Cabinet Ministers, 

Judicial Service Commission; Constitutional Council; Commissions 

mentioned in the Schedule to Article 41 (b); Office of the Parliamentary 

Commissioner for Administration (Ombudsman); Parliamentary 

Secretariat; local authorities; State Corporations; trading enterprises and 

other enterprises vested in the government under any written law; and 

companies, of which 50% or more than 50% shares are held by the state, 

by state-owned companies or by a local government institution, whether 

registered or treated to have been registered under the Companies Act No. 

7 of 2007. It has also been laid down that the Auditor General should, 

within ten months from the expiration of the financial year or whenever 

the Auditor General deems it necessary within those ten months table in 

Parliament a report on his performance of duties and functions during the 

year concerned in terms of Article 154 (6) of the Constitution.  

This flow can be depicted as follows: 

 

 

 

 

 

 

 

 

 

 

Note 2   - Structure of Public Finance 

Chief accounting officers/ 

accounting officers (of the 

institutions examined) 

 

Minister in charge of 
the subject of 

Auditor General  

 

Parliamen 
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Intervention by the Committee on Public Enterprises in the 

Government Financial Structure  

After the Auditor General has submitted reports pertaining to each 

institution in terms of Article 154 (6) of the Constitution, they are printed 

and made public. The Committee summons before it the institutions that 

fall under the purview of the Committee on Public Enterprises (from 

among the institutions on which audit reports have been produced) 

pertaining to matters revealed by the audit reports and pertaining to the 

matters which the Committee deems it necessary to subject to 

examination. 

The Department of Public Finance, Department of Public Accounts, the 

Department of National Budget and the Department of Public Enterprises, 

which Departments are under the Treasury, provide the Committee with 

information necessary for the examinations carried out by the Committee. 

The Auditor General constantly gives advisory support to this Committee 

while extending his contribution to the Committee by supplying annual 

audit reports as well as periodic reports on matters which need special 

attention of the Committee in respect of these institutions. 

The Committee, with the assistance of the Auditor General and the 

representatives of the Treasury, submits to Parliament from time to time 

detailed reports that are prepared by it with its recommendations 

pertaining to facts unveiled through general inquiries and spot inspections 

regarding the institutions summoned before the Committee and 

investigations carried out with regard to special incidents involving them.  

This flow can be depicted as follows: 
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Note 2 ï Intervention by COPE in Public Finance 

Following such reports being tabled in Parliament, copies of same are 

referred to the Treasury and Secretaries of relevant Ministries. 

After receiving the report of the Committee on Public Enterprises, it shall 

be the duty of accounting officers and all chief accounting officers to study 

the various comments and recommendations made in the report together 

with the Treasury notes thereto and treat those as guidelines for their future 

financial affairs.
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First Session of the Eighth Parliament  

Fourth Report of the Committee on Public Enterprises  

The Committee on Public Enterprises is happy to present its fourth report 

of the Eighth Parliament.  

The Auditor General, under the Committee on Public Enterprises, audits 

the accounts of all government Corporations and the Corporations 

registered under the Companies Act No. 7 of 2007 of which 50% or more 

than 50% of the shares are borne by the government or a Government 

Corporation or a Local Authority. 

Accordingly, the observations and recommendations with regard to the 

following 15 institutions that have been examined by the Committee from 

01.09.2016 to 28.02.2017 have been included in this report. 

The Institutions examined by the Committee on Public Enterprises in 

2016. 

 Institution Date on 
which it was 
examined 

The period of time taken 
for examination 

1 National Transport 
Commission 

06.09.2016 Auditor Generalôs 
report for 2012 and the 
present performance 

2 Sri Lanka Tourism 
Development 
Authority 

09.09.2016 Auditor Generalôs 
Reports for 2011, 
2012,2013 and 2014 and 
the present 
performance. 

3 Airport and Aviation 
(Sri Lanka) Ltd., 

09.09.2016 Auditor Generalôs 
Report for 2012 and the 
present performance. 

4. Corporative 
Wholesale 
Establishment and 
Lanka Sathosa 

20.09.2016 Performance and 
present condition. 

5. Central 
Environmental 
Authority 

21.09.2016 Auditor Generalôs 
reports for 2013 and 
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2014 and the present 
performance 

6. Peopleôs Bank 22.09.2016 Auditor Generalôs 
reports for 2011, 2012 
and 2013 and the 
present performance.  

7. Sri Lanka Ayurvedic 
Drugs Corporation 

04.10.2016 Performance and 
present condition 

07.12.2016 Performance and 
present condition 

8. National Lotteries 
Board 

05.12.2016 Performance and 
present condition 

07.02.2017 Performance and 
present condition 

9. Ceylon Petroleum 
Corporation 

25.01.2017 Auditor Generalôs 
Report for 2014 and the 
present performance 

10. Lanka Mineral Sands 
Ltd., 

26.01.2017 Performance and 
present condition 

07.02.2017 Performance and 
present condition 

11. Geological Survey 
and Mines Bureau 

07.02.2017 Performance and 
present condition 

12. Hingurana Sugar 
Company Ltd., 

08.02.2017 Performance and 
present condition 

13. Ceylon Fisheries 
Corporation 

09.02.2017 Auditor Generalôs 
report for 2012 and 
Performance and 
present performance 

14. Independent 
Television Network 

21.02.2017 Auditor Generalôs 
report for 2015 and 
2016 and Performance 
and present 
performance 

15.  University Grants 
Commission 

22.02.2017 Auditor Generalôs 
report for 
2011,2012,2013 and 
2014 and Performance 
and present 
performance 
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National Transport Commission  

(Ministry of Transport and Civil Aviation) 

Date of Examination:  06th September 2016 

Main issues identified  

 Procurement plans for 2012, 2013, 2014 and 2015 have not 

been approved by the Board of Directors  

Further there were instances where the procurement plan did not align with 

the budgeted expenditure and the expected goals of the Action Plan. 

Rs. 1,705,343/- that was spent to print the stickers of destination boards 

and details of emergency telephone numbers in 03 occasions in 2015 has 

been spent without following the proper procurement procedure.    

Further, the committee expressed its concern for not having a Director in 

the institution to entrust the financial responsibility. 

Recommendations 

Submit a report to the Committee within two weeks time  about the 

officers responsible for financial activities of the institution within the 

context that the procurement plan has not been properly approved and the 

courses of action that have been taken to change this situation. 

Reporting current situation and the progress  

The said Commission has reported that the Scheme of Recruitment and 

the Promotions procedure of the  National Transport Commission was  

approved in 2014 and accordingly applications were called on several 

occasions to recruit Director ( Finance and Planning) but due to the 

difficulty faced in selecting an applicant with all the required 

qualifications in the SOR,  a discussion was held  with the Board of 

Directors to reduce the number of years with regard to the experience and 

to keep the required qualifications without any change and it has been 

directed for the approval of the Department of Management Services.     
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 Activities with regard to the regulation of inter provincial 

buses based on GPS technology 

A total amount of Rs. 37 million has been spent to renovate a part of a 

building to regulate inter provincial buses using GPS technology (Rs. 20 

million) and to improve its technical network (Rs. 17 million) but the 

control room has not been utilized. 

Of 1,307 GPS equipment fixed in buses spending Rs. 79 million, some 

equipment in certain buses are not functioning properly and it was 

revealed that the reason for that is irregularity in maintenances.    

Recommendations 

Stop payments for the party that did not carry our maintenance and black 

list them. 

Reporting current situation and the progress  

It has been reported that no money has been paid for any external party for 

maintaining GPS equipment.  

 

It has been further reported that the Transport Commission  does not fix 

GPS equipment  and the laws have been formulated that the owner of the 

bus must fix and maintain the unit and Transport Commission  only do the  

maintenances of the GPS equipment.  

 Spending Rs. 8,009,310/- for  the festival organized by the 

Commission and spending Rs. 1,891,000/- to record a 

television documentary without the proper approval.  

Recommendations 

i. Conduct an internal investigation immediately 

ii.  Provide a copy of the recorded television programme to the 

Committee.  

Reporting current situation and the progress  

It has been reported to the Committee that investigation officers have been 

appointed after obtaining the approval of the commission to conduct an 
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investigation regarding the ceremony at Shalika Ground and the television 

documentary program related to the commission. 

A soft copy of the aforesaid TV program, recorded by the commission on 

24.10.2016 has been referred to the Committee. 

 07 electronic boards fixed to display the time tables for inter 

provincial bus service and provincial bus services have 

stopped functioning.  

The 07 electronic boards fixed in 2013 at a cost of Rs. 62 million in Bastian 

Mawatha ï Colombo, Anuradhapura, Kurunegala, Nuwar Eliya, 

Kataragama, Ranna and Puttalam to display the inter provincial and 

provincial running time tables of buses have stopped functioning.   

Recommendations 

To submit a report to the Committee within a period of two weeks - 

i. Of the reason for these boards to stop functioning. 

ii.  About the officers responsible for that. 

iii.  The courses of action taken against them.   

Reporting current situation and the progress  

As per above recommendations, a report has been presented to the 

Committee and that report is attached as annexure 02. 

 Purchasing of a vehicle at a cost of Rs. 9.2 million though 

the Treasury approval was Rs. 8 million to purchase a 

vehicle for a former chairman of the National Transport 

Commission in 2014. 

Recommendations 

To inform the Committee 

i. How did the amount of Rs. 8 million was increased to Rs. 9.2 

million only with the approval of the Board of Directors?  

ii.  What is the authorized power to make that payment? 
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iii.  What is the possibility of making such a payment without the 

approval from the Treasury? 

Reporting current situation and the progress  

The president of the National Transport Commission has stated in a letter 

of response dated 29.09.2016 that the statement made by the Accountant 

before the Commission was false (Annexure 03) and he has submitted a 

copy of the letter of response dated 17.11.2014 and No. BD/ID/184/2/2/3 

sent by the Budget Department of the General Treasury responding to the 

letter that was submitted requesting additional allocations for the relevant 

purchases (Annexure 4). 

Apart from that by submitting a further report it has been revealed that 

approval had been granted for Rs. 8, 000,000/- to purchase a vehicle for 

the former president of the  National Transport Commission and a letter  

dated 15.08.2014 (Annexure 05) has been sent to the Budget Department 

through the Secretary, Ministry of Private Transport requesting approval 

for the additional expenses but the General Treasury has informed in a 

letter dated 17.11.2014 (Annexure 04) that ñ the maximum limit 

approved to purchase a vehicle at present is Rs. 8 million and the relevant 

expenses should be managed within that limit.ò But by that time Rs. 

9,150,000/- has been paid by a cheque dated 19.08.2014 for the vehicle. 

The former president of the National Transport Commission has approved 

that.  

The above said vehicle has been purchased violating the recommendations 

of the National Budget Department. 

 Distribution of school bags by the Commission on two 

occasions in 2014 at a cost of Rs. 2,669,500/- and out of that 

Rs. 1,327,500/- has been paid without proper approval.  

Recommendation  

i. To conduct an internal investigation 

Reporting current situation and the progress  

Through the letter dated 24.10.2016 a report including the documents on 

which the purchase was based has been sent (Annexure 06) 
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Further it has been reported to the Committee that approval of the 

Commission has been obtained to conduct a preliminary investigation and 

investigating officers have been appointed in this regard.  
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Annexure 01 
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Annexure 02
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Annexure 03 
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Annexure 04
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Annexure 05 
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Annexure 06 
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Tourism Development Authority of Sri Lanka  

(Ministry of tourism Development and Christian Religious Affairs) 

Date of Examination:  09th September 2016. 

Main issues identified  

 Majorly of members of the Board of Directors had absented 

from the committee held on 09.09.2016 without prior 

notice. 

The committee expressed its serve displeasure over the failure of the 

officials to be present at the committee and emphasized that the 

responsibility of the absence be taken by the secretory of the Ministry  

Recommendations 

Referring a report showing cause of the above absence to the committee 

within three days. 

Reporting the current status and progress  

The Board of Directors of the Tourism Development Authority of Sri 

Lanka consists of 9 members. The secretory of the Ministry of Tourism 

Development and Christian Religious Affairs had informed the committee 

on 15.09.2016 that three members had been away from the country and 

one member had been sick resulting in the being absent from the 

committee meeting while two members had arrived late and that necessary 

internal measures have been adopted to avoid such in indents from 

happening in the future. 

 Staff 

Vacancies on the staff of the institution in relation to each cadre are as 

follows. 
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Type of 

Employees 

Approved 

cadre 
Read cadre 

Numbers of 

vacancies 

Senior Level 09 05 04 

Medium Level 24 23 01 

Tertiary Level 80 73 07 

Primary Level 86 79 07 

 199 180 19 

On Questioning abort the vacancies existing at various Levels, it was 

revealed that arrangements were being made to create 04 other positions 

in lien of the04 vacancies at the senior level.  

The secretory of the Ministry stated that he was of the opinion that the post 

of Additional Director General of the Authority need not be field as it has 

been vacant for nearly 5 years. 

Recommendations 

Amending the cadre in conformity with the present situation. 

Reporting the present status and progress. 

The secretory of the ministry of the Tourism Development and Christian 

religious Affairs by his letter bearing no: MTCA/FMD/PAC ï 16 dated 

25.10.2016 has informed that the post of Additional Director General 

which has been vacant for nearly 5 years and which is the only vacancy to 

be filled among the vacancies in the senior level (Director Board) should 

be scrapped and posts of Director in other  fields to  suit the current 

requirements of the Authority should be created for which approval of the 

Management  Services  Department has been sought. 

 Leasing out of vellai and Ippantivu islands belonging to the 

Kalpitiya project.  

The bureau has already leased out vellai and Ippantivu islands belonging 

to the Kalpitiya project and arrangements are being made to lease out 

Uchchamuni Island. 



 

21 

 

The Fourth Report of the Committee on Public Enterprises during the First Session of the  

Eighth Parliament of the Democratic Socialist Republic of Sri Lanka 
 
 

The committee inquired on the above matter. 

Recommendations.  

Referring a comprehensive report including the relevant agreement, 

prices, calculation of prices, the company with which the agreement was 

entered in to, the basis on which that company was selected and all details 

of these island to the committee within  a  month. 

Reporting the present status and progress. 

The following details surface from the letter beaming number 

MTCA/FMD/PAC ï 16 and dated 08.11.2016 sent by the secretary of the 

ministry of Tourism Development and Christian Religious Affairs. 

The land with an extent of 5,000 acres for this project has been acquired 

by the Gazette extra ordinary no 1418/7 dated 07.11.2005 (annexure 07) 

and it has been planned create a tourism zone in it with a hotel complex 

comprising of 5,000 rooms (cabinet decision is given under annexure 08) 

The expected budgeted cost of this project is RS 400 billion and a report 

containing the following information of this project is given under 

annexure 09. 

ü Assessing the value of lands 

ü Details of the invested company 

ü Process of selecting that company 

ü Current situation 

 Payment of Rs 7,382,305/- as part of the interest of a loan 

of Rs 100 million issued to a private hotel by the Bank of 

Ceylon, by the authority by 28.02.2014 

Even through the approval of the relevant minister is to be obtained to 

make their payment in terms of the provisions of the Tourism Act No 38 

of 2005, it was revealed at the inquiry that the approval of the Minister 

had not been obtained. 
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Recommendations 

Referring a report containing all information from the date of the receipt 

of the proposed pertaining to this transaction up to now, to the committee 

with in month. 

Reporting the present situation and progress  

Four hotels had been selected close to the Hambantota international 

cricket stadium which was selected to held the cricket matches relating to 

the 2011 cricket world cup, to develop necessary facilities including 

accommodation (Annexure 10) 

It was revealed that this sum of Rs 7,382,305.54 being a portion of the 4% 

interest of a loan obtained by the Peacock Beach Hotel from the Bank of 

Ceylon, had been paid out of the Tourism Development Fund at a number 

of occasions (Annexure 11) 

According to the documentations furnished to this committee the approval 

of the minister incharge of the subject had not been obtained to make the 

above payments. 

 Questionable spendings 

Interrogations by the committee uncovered many problems with regard to 

the following spendings 

i. It was received that a sum of Rs 11,089,228/- out of Rs. 

29,195,802/- which had been renovating 30 rooms of holiday 

bungalow belonging to  the Authority had been for work not done 

and overpaid taxes. 

According to the report obtained by the Authority from ICTAD on 

the loss revealed by the auditor, a loss of nearly Rs. 5 million has 

taken place.  Steps had not been taken to recover that amount from 

the revealed contractor or the officer who approved the payment. 

ii.  Even through a sum of Rs.10,196,000/- had been paid to the 

relevant supplier of stones without prove of that 1648 cubes of 

boulders, 368 cubes of  rubble and 40 cubes of gravel earth for 

containing the road near Kalpitiya Tooraiadi jatty and Wanni 
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Mundalama lagoon were accepted and used for consumptions 

there was no evidence to prove that they were physically accepted. 

iii.  A sum of Rs 3,226,950.00/- had been paid to suppliers based on 3 

letters which the said suppliers had produced starting that they had 

provided dozers to construct the Kalpitiya Mohottuwasama Jetty. 

However this payment had been made without a certificate of 

fixing work hours according to daily meter reading by an officer 

of the authority. 

iv. Even through the Kalpitiya integrated Tourism project , 

commenced in 2008 on  an estimated cost of Rs. 5521 million in 

order to construct holiday resorts with 4,000 rooms and 

infrastructures facilities was to be completed within 5 years, not a 

single room had been constructed despite an expenditure  of Rs.  

88,797,590/- as at 31.12.2014 

Recommendations 

Conducting a ministry level interval investigation on the manner all these 

expenditures have been made and reporting to the committee within a 

month 

Submitting a detailed report containing information on the expenditure on 

the Kalpitiya integrated project so far , completed constructions and 

constructions to be completed. 

Reporting the present situation and progress  

The chairman of the Tourism Development Authority of Sri Lanka had 

made a request to the committee on 05.10.2016 to extend the period given 

to submit a report on matters mentioned in 1, 2 and 3 above and the 

committee approved it. 

The letter of the Secretary to the Ministry of Tourism Development and 

Christian Religious Affairs bearing No MTCA/FMD/PAC-16 dated 

09.11.2016 had informed the committee that the Kalpitiya integrated 

Tourism Project mention under No 4 above was initiated in terms of the 

Cabinet Memorandum bearing No 04/1566/046/004 dated 16.11.2004 and 

the budgeted cost of the period was Rs. 400 billion (an annexure 
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containing detailed information on the expenditure made so far is annexed 

(annexure 12) 

 Spending a sum of Rs. 4,768,982/- which had been allocated 

for the Tourism development programme to provide free 

meals and accommodation to a number of groups of 

persons from many areas including Balangoda.  

The committee inquired about this spending and it was revealed that a 

financial irregularity had taken place. 

Recommendations 

i. Submitting the decision of the board of directors that approved this 

payment to the committee 

ii.  Conducting a Ministry level interval investigation in this regard 

and reporting it to the committee. 

Reporting the present situation and progress  

The letter of the secretary of the ministery of Tourism Development and 

Christian Religious Affairs bearing No MTCA/FMD/PAC-16 dated 

25.10.2016 has informed that services of public Administration and 

Management ad been obtained to conduct the Ministry level internal 

investigation and arrangements would be made to submit its report to the 

committee upon the completion of the inquiry 
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Annexure 07
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Annexure 09
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Annexure 10
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Annexure 11
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Airport and Aviation Services (Sri Lanka) Limited  

(Ministry of Transport and Civil Aviation)  

Date of Examination : 09th September 2016 

Major problems identified  

 Present situation and proposed new situation of Mattala 

Rajapaksa International Airport  

Current situation  

The present performance of this airport constructed by obtaining a loan 

facility of $ 190 million from óChina Eximô Bank can be summarized as 

follows.  

Description  June 2016 2015 2014 2013 

Total income 
(Rs) 

21,651,104 71,430,816 136,264,763 48,010,898 

Total 
Operational 
Expenditure 
(Rs)  

1,147,373,705 2,288,694,851 2,228,465,247 1,776,140,280 

Operational 
loss (Rs) 

1,125,722,601 2,217,264,035 2,092,200,483 2,105,298,382 

Loss 
percentage (%) 

5,199 3,104 1,535 4,385 

Financial 
expenditure 
(Rs) 

421,208,727 881,966,545 637,001,196 377,169,000 

Net loss (Rs)  1,546,931,328 3,099,230,580 2,729,201,680 2,105,298,382 

 

Inquiry regarding the present situation and future plans of the Mattala 

Rajapaksa Airport  

The Chairman briefed the Committee about the future plans of the 

institution and submitted a note on the income and expenditure since the 

inception of the institution.  
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Proposed new situation  

The Chairman said that 07 institutions had expressed their interest to 

invest under the proposed new situation and the Committee queried the 

areas on which investment would be made.  

Recommendations 

Forwarding a report within month to the Committee regarding notice 

published in calling for tenders and the institutions responded.  

Reporting current situation and progress  

The Secretary to the Ministry of Transport and Civil Aviation through his 

letter MT/07/07/493/2016 dated 16.12.2016  has submitted a copy of the 

notice calling for expression of interest (Annex 13) and report on the 

institutions responded thereto (Annex 14)  

 Renovating runway of Katunayake  

When asked whether additional staff would be required at the Mattala 

Airport if it had to be used more since the runway of the Katunayake 

airport was due to be renovated, the Chairman said that a request had been 

made from the Defence Secretary seeking the assistance of the Army for 

extra security.  

Recommendations  

It was recommended not to increase the permanent staff since such a move 

would be an added burden.  

Reporting current situation and progress  

The Secretary to the Ministry of Transport and Civil Aviation through his 

letter MT/07/07/493/2016 dated 16.12.2016 reported to the Committee 

that additional staff would not expected for the Mattala Rajapaksa 

International Airport since a request had not been made by the airlines 

regarding additional flights to  Mattala in view of the flights that would be 

interrupted due to the relaying of the runway of the Katunayake Airport. 
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 Total Assets Register   

The Committee inquired whether there is a register on total assets of the 

institution and the Secretary of the Ministry said that though an attempt 

was made to obtain such a report from the Chief Government Valuer, it 

had still not been received. 

Recommendation  

Expedite this task.  

Reporting current situation and progress  

All information had been provided in writing to the Department of 

Valuation on 13 September 2006 to have the assets of the company valued, 

but a detailed report had still not been submitted to the Airport and 

Aviation Service Limited and at the discussion held with the officials of 

the Department of Valuation on 12 October 2016,  it was promised that 

the relevant reports would be submitted soon.  

Further, the Secretary to the Ministry of Transport and Civil Aviation 

through his letter MT/07/07/493/2016 dated 16.12.2016 reported to the 

Committee that the Company had already paid nearly Rs. 12 million for 

this purpose to the Department of valuation.  

 Institutional Enterprise Resources Planning System of 

Airport and Aviation Services Limited  

The contract had been awarded to a private company for Rs. 27,464,632/-  

(without VAT) on 29.06.2012 for the implementation of the relevant 

project within 08 months.  

The Company had paid a sum of Rs. 248,600,000/- (without VAT) to the 

contractor and the period of contract had been extended on four occasions. 

Though over four years have lapsed as of today since the awarding of the 

contract, the relevant contractor had failed to carry out the contract 

properly.  

The work of this institution has currently been suspended and it has 

submitted an appeal.  
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The Chairman said that a Cabinet Memorandum had been submitted 

seeking another  extension of 03 months.  

Recommendations  

i. Table the Cabinet Memorandum 

ii.  Inform the Cabinet Secretary not to grant an extension since a huge 

loss has been incurred through this.  

Reporting  the current situation  and progress  

Copies of the cabinet memorandum submitted requesting the extension of 

the Enterprise Resource Planning System (Annex 15) for another 03 

months and the decision dated 28.09.2016 thereto as per the above 

recommendation (i) were submitted to the Committee. (Annex 16)  

As per the recommendation made by the Committee as per (ii) above, a 

new Cabinet Memorandum (Annex 17) had been submitted on 25.11.2016 

cancelling the Cabinet decision taken to extend the period of the Enterprise 

Resources Planning System, and the Cabinet of Ministers having also 

considered the observations of the Minister of Finance thereto, had issued 

the Cabinet decision (Annex 18) on 09.12.2016 with two 

recommendations.   

 Kataragama Holiday Resort  

A sum of Rs 07 million had been paid to a private party in the year 2002 

to purchase a land to construct this holiday resort. Thereafter, after being 

informed by the Kataragama divisional Secretariat that it was a land 

belonging to the government, it had been obtained for a period of  30 years 

with effect from 10.01.2008 for an annual lease of Rs 460,000/-.  

However, the sum of Rs. 7 million paid to a private party had not been 

recovered.  

Recommendation  

i. Recommend that this was an erroneous transaction  

ii.  Draw up a programme for the employees to use this holiday resort 

and other holiday resorts.  
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Reporting the current situation and progress  

As per the matters reported to the Committee through the letter No. 

MT/07/07/493/2016 dated 16.12.2016 by the Secretary to the Ministry of 

transport and Civil Aviation, case bearing No. 3474/M had been filed in 

the Gampaha district court to recover the sum of Rs. 7 million paid by the 

company for the land purchased from the Kataragama sacred area  

Evidence has already been recorded from one witness of the complainant, 

the Airport and Aviation Services Limited and evidence from the second 

witness is currently being recorded. Since the defendant died while the 

case was pending on or near 02.02.2011, the case had been applied to his 

inheritors. 

Further, the aforesaid letter had further informed that a programme was 

being drawn up for the employees to use to the holiday resort as per the 

recommendation (ii) above. 

 Bandaranaike International Airport Development Project 

ï Phase 1 and Phase 2  

When questioned about the payment made to the construction company, it 

was revealed that the retention money had been paid to the company in 

2006 even though the project report of the engineer had only been received 

in July 2007. 

 Five years after the completion of the aforesaid project, i.e. in the years 

2010 and 2012, a total of Rs. 139,833,127/- in two installments of Rs. 

98,000,000/- and Rs. 41,833,127/- respectively had been paid through 

Treasury funds without confirming the accuracy of custom fees or whether 

the relevant goods or equipment had been used for the said project or in 

particular, without confirming the sustainability of this company 

established for the purpose of this project itself.   

Recommendations  

Submit a comprehensive report regarding the payments to the Committee. 
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Reporti ng the current situation and progress  

A detailed report regarding the payments made to Taisei Mitsubishi Joint 

Venture for Bandaranaike International Airport development Project ï

Phase 1 has been submitted to the Committee. (Annex 19)  
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Annexure 13
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Annexure 14 
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Annexure 15 

 


















































































































































































































